
Communications Daily, August 22, 1995

and now "New Friends and Family" plan is its principal savings plan. "Packaging
is important [and] AT&T is coming to realize this," said Angela Dunlap, MCI
marketing officer. She said residential and business customers are i~terested

in more than just saving money and now demand "savings plus." "Communications
has become more than long distance," she said.

In related development, GTE unveiled intraLATA long distance plan, offering
25% discounts for residential customers who spend more than $10 monthly, 10-20%
discounts for business customers spending at least $5 per month, based on call
volume, company said. "GTE Between Friends" customers will be switched
automatically to new "Easy Savings Plan," where permitted by regulators, company
said. Plan will begin for business customers in Mich. and Cal., residential
users in Ky. and Fla. this month and all 22 GTE states added by Oct. 1996.
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nave' fntnldUClld new plans while ath.,.. htW modified exfItIrtg onll. 'n oureontfnulng
~ cDnlUmtrI ,!natof rallind IIrvica cttlngaln thtlClt; dtllanCitItl~ ma we
!'1McnIbId !hit Iddendum to~lIUC}t~W'" BoGIute ealUng plenl IN canata tly
changing, n u__ you to oamact 'IO\Ir.JQM."cn.ce tiIe~on. can1tr wery fIw nlC"thl bI IUri
yw BQ aMttt of -nr••• tn bIUlri~'~~.~ ..,. :
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Bell Atlantic said employees in Pa., Va. and W.Va. were back at work Fri. after massive

one-day sick-out that forced delays in some installations, especially in Philadelphia and Pittsburgh.
Company accused CWA of organizing sick calls, which union officials denied (CD Sept I p1).
Negotiators met briefly Fri., then recessed for Labor Day weekend without making progress.
Contract expired Aug. 5, hasn't been extended.

MCl and BT-N. America (BTNA) opposed Sprint's $4-billion European alliance Fri. on ground
that French and German partners would discriminate against other carriers. Both companies urged
FCC to reject venture, in which France Telecom (FT) and Deutsche Telekom (DT) would acquire
20% of Sprint, until German and French markets open. "The deal would deeply intertwine the
overall business interests of these entities and encourage them to favor each other," BTNA Pres.
James Graf said. Company, which has global joint venture called Concert with MCl, said in
comments that transactions don't request DT or FT to avoid discriminating in favor of Sprint.
"The Commission should not yield to pressure to approve the transaction hastily, putting off the
application of a strong, consistent international competition policy until another day and another
venture," BTNA said. MCl Senior Vp-Regulatory Affairs James Lewis said: "Allowing foreign
monopolists preferential access to the U.S. market, which is open to full competition, while they
retain dominance in their home markets will continue high prices for American consumers and at
the same time place American businesses at a disadvantage in the global marketplace." AT&T
filed 46-page comment with 31-page appendix opposing alliances as anticompetitive. Company
said delay won't harm Sprint: "Sprint's record earnings in the first half of this year establish that it
does not need FT's and DT's investment in order to be successful. "

Sprint and AT&T said latest revision ofMCl discount plan showed company was raising rates
for all customers by trimming level of discounts in popular "Friends & Family" service. "It appears
they're giving with one hand and taking away with the other," AT&T spokesman James McGann
said. Sprint spokeswoman Juanada Teas said MCl was adding to confusion by juggling rates and
"calling circles. " MCl changes follow within 10 days AT&T move in discounts, cutting level of
discount but expanding benefits to more services, and Sprint addition of 10% payback at end of
year for Sprint Sense customers. MCl launched new commercial campaign featuring Whoopi
Goldberg to promote rates, which otherwise weren't announced. Company said new plan sets
discounts at 20% if call volume is $10-$25 per month, 35% for more than $25, and eliminates
"calling circles" that provided 50% discounts for MCI customers dialing specific other MCl
customers. Now, discounts apply to all calls made to other MCl customers. Automatic discount



of 10% for $10-$25 in calls, 25% for more than $25 per month, applies on any call to non-MCI
customers. Official, speaking on condition of anonymity, said changes were to make it simple for
customers to understand MCI discounts.

FCC International Bureau has list of countries where international callback service is illegal.
Information is available in new public file "International Callback: Foreign Law" at Bureau's
public reference room, Room 102, 2000 M St. NW, Washington. Commission in June determined
that callback service doesn't violate U. S. law but said carriers can't provide such service to
customers in countries that have declared it illegal. To help carriers comply, FCC said it would
accept documentation from govts. that want to put carriers on notice that callback is illegal there.
List includes China, Columbia, Honduras, Panama, Peru, Poland, Uruguay, Venezuela.

Seemingly technical request by Puerto Rico Telephone Co. (PRTC) and Puerto Rico
Communications Corp. (PRCC) to treat payments to govt. there as operating taxes for calculating
universal service assistance has elicited opposition from U.S. carriers. AT&T said there's "no
legitimate basis for these parties' attempt to treat the entire proceeds of the sale of their corporate
affiliate, Telefonica Larga Distancia de Puerto Rico, as an operating tax expense qualifying them
for a substantial increase in USF [Universal Service Fund] assistance and interstate access
settlements." AT&T said "this blatant attempt to inflate these parties' USF allocation underscores
the imperative need for the Commission promptly to implement fundamental reform of its
high-cost assistance mechanism." MCI suggested that FCC Common Carrier Bureau clarify that 2
payments" should be compared ... with the taxes private companies pay to determine what
portion of these taxes should be counted as operating taxes." National Exchange Carrier Assn.
(NECA) urged agency to act quickly because "NECA has withheld significant USF payments and
access charge settlements from PRTC and PRCC pending a Commission ruling." If ruling is
favorable, FCC should make it retroactive, NECA said.

FCC extended deadline to Sept. 22 from Sept. 1 for AT&T Alascom to file tariffs for interstate
switching and transport service. AT&T asked for extension because it said it only recently
acquired Alascom and hadn't had time to assess tariff support information. Agency said: "AT&T
Alascom states that because of competitive concerns, [Alascom] did not provide AT&T with
access to its tariff information until shortly before the transfer of control was approved by the
FCC in early August."

AT&T told U. S. Dist. Court, D.c., that it doesn't oppose Ameritech request for emergency
waiver to buy alarm company National Guardian Corp. (CD Aug 24 p5) as long as interexchange
services are "narrowly confined." AT&T reminded court that it opposes generic RHC request to
provide interLATA information services but said Ameritech's explanation indicates alarm-related
services couldn't be transferred to other interexchange services "and instead will be narrowly
confined to those that are legitimately and exclusively incidental to the business of alarm
monitoring." National Guardian parent LEP Group urged court to allow waiver because LEP
can't delay sale. LEP said that if Ameritech can't get waiver by Sept. 25, LEP's "financial
condition and commitments to lenders would force it to pursue selling to another party."



FCC comment deadlines: Sept. 8 on Allters cost allocation manual, with replies Sept. 18 ...
Sept. 18 on BellSouth request for authorization to resell cellular service without structural
separation requirements ... Sept. 19 for Ameritech cost allocation manual changes to reflect
market trial of Pay Phone Message Delivery Service.

Moody's confirmed Aa3 senior debt rating for AT&T Fri. but said company's recent spending
on PCS had limited its liquidity and reduced debt capacity for near term. Agency also said
troubled Global Information Solutions (GIS) computer unit "must be rationalized to be a
meaningful profit contributor." Rating covers about $15 billion in debt of parent and several
financial subsidiaries. Moody's said AT&T's 60% market share for long distance, wireless
dominance and equipment manufacturing position "make AT&T a formidable force in the rapidly
changing and growing communications business." Moody's placed AT&T under review April 7
for possible downgrade (CD April 10 p4), but ended review with confirmation. It said Aa3 senior
debt covers AT&T Corp. senior debt, Capital Corp. and Credit Corp. guaranteed senior debt,
NCR guaranteed medium-term notes and AT&T Corp. shelf registration. GIS unit had $184
million operating loss in 2nd quarter, and company said such performance was unacceptable and is
planning to restructure unit (CD Aug 1 p5).

On-line service providers should be held to liability standards as distributors of material, lesser
standard than is applied to content providers and editors, Interactive Services Assn. (ISA) said in
brief submitted to N.V. state court in case brought against Prodigy. State Court Judge Stuart Ain
ruled in May that Prodigy was subject to libel damages against investment company Stratton
Oakmont as result of posting on Prodigy bulletin board because on-line service held itself out as
having substantial editorial standards and capabilities. Prodigy has asked for rehearing, and ISA
brief supported that motion. ISA said in Aug. 29 brief there's world of difference between having
subscriber guidelines and "some measure of control" over bulletin boards and assuming
responsibilities of publisher. On-line providers fill several roles, including operating computer
system, providing access to other computers or networks, offering original content, developing
content with 3rd party, providing bulletin board function. In content development, ISA said,
there's opportunity for review of material, but that same opportunity isn't present in bulletin board
mode in which volume of messages posted by subscribers is so large and they're posted so quickly
it would be "literally impossible for an on-line service provider or a bulletin board operator to
review messages prior to posting." Bulletin board function is that of distributor of material, and
law has held there's no liability unless company "knows or had reason to know" that material is
defamatory, ISA said.

Wireless Technology Research awarded $185,000 contract to U. of Utah researcher to develop
research associated with cellular telephone transmissions. Dr. Om Gandhi, Dept. of Electrical
Engineering, will conduct pilot project to determine effects of wireless transmissions.

Indonesian police arrested 6 and seized 12 cellular telephones and intercept equipment in
investigation of cellular fraud. Authorities said individuals were part of syndicate that cloned
telephones while monitoring signals in crowded areas or busy intersections.



US West plans to introduce Caller ID service in Tucson and other Southern Ariz. counties
beginning in mid-Nov. following state approval of consumer education campaign.

Industry conferences: American Mobile Telecommunications Assn. showcase Oct. 19-20,
Orlando -- 202-331-7773 ... American Public Communications Council Eastern Conference,
Oct. 25-27, Nashville -- 800-868-2722.

Nynex filed with N.Y. PSC for 7-year rate freeze as part of previously announced plan to do so
in return for incentive regulation that PSC approved last month (CD Aug 2 p7), PSC spokesman
said. He said staff will review proposal but hasn't set timetable.

Telecom providers rushed Fri. to meet Cal. PUC Sept. 1 deadline to submit petitions to enter
each other's markets. Pacific Bell (PB) and GTE both submitted bids to extend service into other's
local toll markets, and other entrants applied to enter incumbents' local exchange markets. PB
spokesman said that although PUC rules now ban LECs from entering each other's toll markets,
petition asks for authority to provide such service. Teleport Communications Group announced
that it filed petition Aug. 31 to become LEC, concentrating on L.A., San Diego and San
Francisco where company has competitive access network in place. Teleport said it's hopeful that
quick approval will produce agreeable interconnection terms with incumbent LECs.

Teleport Communications Group (TCG) and MFS said they submitted petitions to Tex. PUC to
access local exchange markets. TCG said it will target Dallas area, portions of Dallas and Collin
counties, Houston's Harris County.

N.C. Utilities Commission ordered WorldCom Network Services to respond by Sept. 27 to
staff's recommendation that commission force company to "take appropriate steps" to ensure it
doesn't provide intrastate service to uncertified resellers.
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Dialing for Dollars, With Competing Flat-Rate Plans

BYLINE: By ROY FURCHGOTT

BODY:
AT&T introduced a flat-rate calling plan last week amid much fanfare. Under

the program, customers can make a long-distance call anywhere in the country, at
any time of the day, for 15 cents a minute.

Flat-rate plans are not new. MCI Communications, Sprint and a host of smaller
long-distance providers have had similar plans for years. And MCI, whose flat

"-
rate is nearly identical to AT&T's, responded quickly, filing a request with~the

Federal Communications Commission on Wednesday to lower its rate to 14.5 cent~a
minute this week.

"We are not interested in starting a price war," an Mcr spokesman, Michael
Tierney, said. "We are trying to preserve our position as costing less than
AT&T. "

Flat-rate plans sound tempting, and they certainly offer a bit of freedom.
You don't have to check the time before making a call under most of the plans or
worry about the cost of calling across the country. But consumer groups say the
plans are a good deal only for a certain type of person: someone who makes most
of his calls during the day, when regular rates are often the highest.

"AT&T'S flat rate targets small business and heavy daytime callers," said Sam
Simon, general counsel of the Telecommunications Research and Action Center, a
nonprofit group in Washington that evaluates phone plans.

He said there were better plans for people who make many short-distance,
nighttime and weekend calls.

AT&T acknowledges that its new plan may not be the least-expensive available
for residential consumers, who typically make most of their calls in the
evenings and weekends. "If you are on a savings plan, on average, for all kinds
of calling, the cost is 14.5 cents a minute," said Mark Siegel, an AT&T
spokesman.

But the flat-rate plans are still popular. J. D. Power & Associates, the
market research company, measured consumer satisfaction with long-distance
services. Sprint scored first because of its flat-rate Sprint Sense plan, which
charges 10 cents a minute during off-peak hours and a daytime rate of 25 cents a



"----"

minute.
"There is a very strong perception that Sprint Sense is a good value because

of flat pricing and because the bills are so easy to understand," said Zaiba
Nanji, the director of telecommunications services at Power. Some consumers may
even be willing to pay slightly more because the plans are so simple, Ms. Nanji
said.

"For two years it has been our most successful product, bar none, because of
the simplicity," said Robin Pence, a spokeswoman for Sprint.

If you want to save money, yOU'll have to do your homework.

Mr. Simon said that one way to get the lowest rate from your current
long-distance company was to ask it to look at your bill and suggest its best
plan for you. Or ask for comparisons from other carriers.

Getting the plans in writing helps you see surcharges or penalties that might
not be in the sales pitch. If you don't want to do all this comparison shopping,
the Telecommunications Research and Action Center sells a chart that compares
most of the calling plans (800 344-8722, $5).

Even if you don't choose a flat-rate plan, under no circumstances should you
use a basic program, said Bradley Stillman, the telecommunications policy
director for the Consumer Federation of America. "Enroll in a plan," he warned,
"or you will pay a rate that is way too high."

GRAPHIC: Chart: "Comparing Rates" shows what AT&T, M.C.I., and Spring charge.
(Sources: Company reports; Telecommunications Research and Action Center)
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NEW YORK CITY, NEW YORK, U.S.A., 1996 SEP 30 (NB) -- REPEAT/By Bob Woods.

AT&T NYSE:T said a move by MCI NASDAQ:MCrC that essentially duplicates its· new
"AT&T One Rate" flat-rate long distance calling plan is a direct move by MCI to
be the "cheap" provider in the US long distance market. Earlier today, MCI said
it is applying to Uncle Sam to lower its flat-minute rate to a half-penny below
AT&T's 15 cents a minute charge.AT&T spokesperson Mark Siegel told Newsbytes
MCI's move to undercut AT&T's rate seemed awfully fishy, especially because Mcr
asked the US Federal Communications Commission to cut the rate just one day
after AT&T introduced its "One Rate" plan.

"To price something literally half a cent below AT&T's rate sort of
underscores MCI's desire to be the 'cheapest' long distance company," Siegel
said. "I am hard-pressed to see how half a penny is a meaningful savings. It's a
gimmick. "

AT&T's One Rate plan charges customers 15 cents a minute for long distance
calls 24 hours a day, seven days a week (Newsbytes, Sep. 24, 1996), while
Newsbytes was told earlier today that MCI's Minutes plan is essentially similar
to AT&T's scheme.

Also earlier today, MCr spokesperson Michael Tierney told Newsbytes that AT&T
essentially "ripped off" Mcr's Minutes plan. Siegel told Newsbytes that Mcr's
charges are "bulls---."

Siegel said that MCI has never actively marketed its Minutes plan until AT&T
introduced its One Rate plan. He also said prior to AT&T's One Rate plan roll
out, MCI's Minutes Plan contained "some very interesting restrictions," even
though Mcr touted it as a no restriction program.

"What's interesting is when they filed that 14.5 cents plan, they also
amended their 15 cents a minute flat rate plan by removing two restrictions,"
Siegel said. "Well, if the plan had no restrictions to begin with, why did they
remove them?"

One aspect of the most recent competitive moves between Mcr and AT&T that
both sides seem to agree on is that these actions do not signal a price war
between the top two long distance companies.

In denying the beginnings of a price war, Mer's Tierney maintained that his



company wanted "to maintain its position in the marketplace that it always beats
AT&T in pricing." Siegel said AT&T wants to provide its consumers with
"simplicity, and to cut all of the complex~ty out of buying long diseance
service."

This morning, the Wall Street Journal said MCl's move meant "another price
war in long distance communications," and it quoted a Yankee Group analyst as
saying "(t)his is starting to look and smell like a price war."

But an apparent war of words between the two companies seems to be a
different situation entirely.

Newsbytes notes that AT&T and MCl competitor Sprint also offers a flat
per-minute long distance rate of 10 cents a minute, but only on weekdays between
7:00 PM and 7:00 AM, and all weekend long. Calls not made during that time frame
cost 25 cents per minute.

AT&T's Web site is at http://www.att.com

MCl's Web site is located at http://www.mci.com

Sprint's site is on the Web at http://www.sprint.com

(19960927/Press Contacts: Mark Siegel, AT&T, 908-221-8422; Michael Tierney,
MeI, 800-644-NEWS)
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